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1. SUMMARY: NO MAJOR FOREIGN LOANS EOR SPANISH ENTITIES 
ARE NOW BEING NEGOTIATED, BUT SPAIN WILL NEED MAJOR LOANS 
BEFORE THE END OE THE YEAR. MOST FOREIGN BANKERS HERE 
ARE MAINTAINING A "WAIT-AND-SEE" ATTITUDE ON NEW LOANS, 

BUT A COUPLE ADD THAT LOANS TO SPAIN ARE NOT USUALLY 
NEGOTIATED IN THE SUMMER. TWO PENDING 100 MILLION DOLLAR 
LOANS ARE READY FOR SIGNATURE WITHIN THE NEXT TWO WEEKS. 

BANK OE SPAIN WILL GET SOME ADDITIONAL BENEFIT FROM LOAN 
DRAWDOWNS WHICH SPANISH ENTERPRISES HAD DELAYED UNTIL AFTER 
THE RECENT 25 PERCENT PESETA DEVALUATION. END SUMMARY. 

2. ALTHOUGH MONEY IS STILL AVAILABLE TO SPANISH ENTITIES - 
ON THE RIGHT TERMS - FEWER LOANS ARE BEING NEGOTIATED THIS 
YEAR.U.S. BANKS HAVE ALSO SHOWN UNEXPECTED CAUTION 

IN CONSIDERING FUTURE BALANCE OF PAYMENTS LOANS. THIS 
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NEW ATTITUDE DATES EROM THE EAILURE THIS SPRING OP A 
LARGE MANUPACTURERS HANOVER TRUST-SYNDICATED LOAN 
TO THE KINGDOM OP SPAIN. 

3. IN THE FIRST FOUR MONTHS OF THE YEAR SPANISH 
BORROWERS OBTAINED POREIGN CREDITS WORTH 750 MILLION 
DOLLARS, AND IN RECENT MONTHS A NUMBER OP SMALL LOANS 


Margaret P. Grafeid Deciassified/Reieased US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


HAVE BEEN EINALIZED. EOLLOWING THE JULY 12 DEVALUA- 
TION OE THE PESETA BY 25 PERCENTJT ALSO BECAME MORE 
ATTRACTIVE TO DRAW DOWN PREVIOUS LOANS. BUT IN SPITE 
OE THIS MODEST INELOW, WE ESTIMATE SPAIN WOULD LIKE 
TO BORROW SOME THREE BILLION DOLLARS MORE THIS YEAR TO 
COVER THE PAYMENTS DEEICIT AND LOAN REFINANCING. 
ROUGHLY HALE A BILLION DOLLARS COULD BE MADE AVAIL- 
ABLE BY THE IME, AND ANOTHER BILLION-DOLLAR LOAN 
THIS EALL IS CONSIDERED LIKELY BY AMERICAN BANKERS. 

THE REMAINDER NEEDED THIS YEAR MAY ALSO BE AVAILABLE 
EROM PRIVATE SOURCES. THE REAL UNCERTAINTY EOCUSES 
ON NEXT YEAR. 

4. THERE ARE TWO LARGE LOANS NOW AWAITING SIGNATURE, 
BOTH EOR 100 MILLION DOLLARS. PUBLICLY-OWNED ENAGAS 
WILL RECEIVE THE MONEY EOR SEVEN YEARS, WITH TWO 
YEARS GRACE, AT 1 3/8 PERCENT OVER LIBOR. 

PARTICIPATION PEES VARY PROM 1/8 TO 1/2 PERCENT. THE 
OPFICIAL CREDIT INSTITUTE, ALSO A PUBLIC ENTITY, 

WILL RECEIVE ITS MONEY FOR SIX YEARS, WITH THREE 
YEARS GRACE, AT 1 1/4 OVER LIBOR. BANKERS TELL US 
THESE TERMS ARE APPROPRIATE EOR SPANISH RISK. WE 
ARE ALSO TOLD THAT NO OTHER LARGE LOANS ARE BEING 
NEGOTIATED, WITH THE PINANCIAL COMMUNICTY GENERALLY 
PREPERRING TO WAIT UNTIL AFTER TPE AUGUST VACATIONS 
TO DIGEST THE MEANING AND SUCCESS OP THE RECENTLY- 
CONPIDENTIAL 

CONPIDENTIAL 

PAGE 03 MADRID 05707 300946Z 

ANNOUNCED ECONOMIC PROGRAM. STABLER 
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